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1. PAN AM IS DELIVERING RESPONSE TO DOT'S ULTIMATUM. 
ESSENTIALLY. IT AGREES TO CONFORM WITH UK ORDER FOR SALES 
IN UK, BUT NOT FOR SALES IN U.S. OR THIRD COUNTRIES. WE 

HAVE ASKED THAT PAN AM GIVE COPY TO EMBASSY'S TCO COLWELL. 

2. LETTER CONTAINS FOLLOWING PARAGRAPH: "IN YOUR COMMUNI- 
CATIONS WITH US YOU HAVE ALLEGED THE POWER TO GIVE YOUR 
DIRECTIVE EXTRATERRITORIAL EFFECT BY REGULATING COMMI- 
SIONS PAID FOR SALES OUTSIDE UK WHEN THESE INVOLVE TRAVEL TO 
OR FROM UK. WE REJECT THIS ASSERTION AND WE RESERVE ALL 
LEGAL RIGHTS RESPECTING THE SAME. WE ARE ADVISED BY OUR 

UK COUNSEL THAT THE LAWS UNDER WHICH YOU PURPORT TO ACT 
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THE US-UK BILATERAL ASA STANDS AS AN ABSOLUTE BAR TO THE 
THREATENED ENFORCEMENT OF SUCH ASSUMED EXTRATERRITORIAL 
POWER. WE HAVE CONSULTED WITH OUR GOVERNMENT ON THIS 
MATTER. IT TAKES THE POSITION THAT THE ASA CANNOT BE 
CONSTRUED TO AUTHORIZE ANY ACTION BY THE UK AGAINST US FLAG 
CARRIERS BASED ON ATTEMPTS TO REGULATE COMMISSIONS PAID FOR 

RATES IN THE TERRITORY OF THE US OR ANY OTHER COUNTRY OUT- 
SIDE THE UK. WE ARE INFORMED THAT THE USG WILL NOT 
COUNTENANCE ANY ACTION IN THE UK AGAINST US FLAG CARRIERS 
WHICH IT REGARDS TO BE IN VIOLATION OF THE AGREEMENT." 

3. LAST THREE SENTENCES OF FOREGOING WERE WORKED OUT BE- 
TWEEN PAN AM AND DEPARTMENT. 

4. PAN AM ASKED THAT EMBASSY DELIVER PAN AM LETTER. WE 
HAVE DECLINED DO SO. HOWEVER, EMBASSY SHOULD ON URGENT 
BASIS ADVISE HMG THAT PAN AM DID CONSULT WITH USG ON 
MATTER AS INDICATED IN LETTER AND THAT USG EXPECTS THAT, 
SHOULD HMG CONTEMPLATE ANY ACTION AGAINST US AIRLINES 
FOR SALES IN U.S. OR THIRD COUNTRIES, UK WILL HAVE PRIOR 
CONSULTATIONS WITH USG UNDER BILATERAL AGREEMENT. EMBASSY 
SHOULD NOTE THAT ANY SUCH ACTION WOULD OBVIOUSLY HAVE 
SERIOUS CONSEQUENCES. 

5. THIS MESSAGE SUPERSEDES INSTRUCTIONS IN REFTEL. KISSINGER 
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